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I was delighted to have been invited here today by the 

distinguished A u d i t o r  General of Canada to de l iver  this keynote 

address and to participate i n  t h i s  Centennial Celebration of the  

e s t ab l i shmnt  of the Office of Auditor General of Canada. I am 

pa r t i cu la r ly  pleased w i t h  the theme of t h i s  two-day conference, 

"Comprehensive Auditing-Planning the New Aproach for Century 11". 

One of the  g rea t  values of celebrat ing anniversaries is that it 

prompts us to assess our progress and to  set fo r th  new challenges 

for the future. 

It is f i t t i n g ,  therefore, that my remarks today he placed-  

i n  an in te rna t iona l  perspective. While governmental i n s t i t u t i o n s  

north and south  of o u r  border d i f f e r  i n  sane respects, we  share a 

c o m n  heri tage and, most importantly, w e  share a c o m n  interest 

i n  improving the accountabi l i ty  of governmental i n s t i t u t i o n s  to 

the people they sene. 

Of the world we have an interest-indeed an obligation-to 

foster and strengthen the capability of audi t ing i n s t i t u t i o n s  

As two of the leading demxratic nat ions 
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. L  throughout t h e  

given abundant 

world. Both Canada and 

evidence t h a t  they take 

the United States have 

t h i s  obligation seriously. 

Both nations have played an act ive role i n  the d e v e l o p m t  I 

. 4.  

of the  Internat ional  Or&anization of Supreme A t i d i t  1nstitutionsr.d ' 
' ,1 ' 

established under the gen&al auspices of the Economic: and Social ', 

Council of t h e  United Nations. This  organization, made UP Of 

the cen t r a l  auditing organizations of mre than 100 nations, 

has its headquarters in Vienna, Austria,  and ha5 among its M j O r  

object ives  improvements i n  the c m u n i c a t i o n  m n g  auditing 

i n s t i t u t i o n s  and strengthening the capabi l i ty  of the developing 

nat ions to es tab l i sh  accountabili ty systems within their 

gOVerIImentS. 

has asked me to convey the s incere  congratulations and best 

wishes Of IMYXSAI to  the Government of Canada on t h i s  Occasion 

and to express h i s  regre t  t h a t  he is not able to be present  

today. 

Dr.  Jorg Kandutsch, General Secretary Of m m ,  

I n  other ways,  Canada has evidenced its i n t e r e s t  i n  

strengthening audi t ing i n s t i t u t i o n s  beyond its own borders- 

u o n g  W i t h  the United States and Venezuela, it has joined 

in sponsoring the In te rna t iona l  Journal of Govemen t  Auditing, 

a publication i n  three languages which serves .as .a valuable 

instrwnent i n  improving cornmica t ian  among governmental 

audi t ing  i n s t i t u t i o n s  throughout the world. 

important, Canada,has-provided the Chairman of the United 

Nations Bmrd of Audi tors  for m y  years and played a V i t a l  

But even IIIOZ-e 
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i n  strengthening the Board. A s  Chairman of t h i s  Board, L .  

. '  your Auditor General, J i m  Macdonell, has raised the s ights  Of 

the United Nations and has found many prac t ica l  ways  to m a k e  

t he  Board of Auditors play a strong b u t  sensi t ive role in 
. a. 

pointing o u t  p&blems-dd solutions-in areasLwhere the . ' . .i ' 
J ' ' ;4 yp : . .  

- .  audi tor ' s  skills can do ,mu& t o  strengthen the effectiveness 

of the United Nations. 

It would be tempting to concentrate my remarks on the 

glor ious accomplishments of t h e  Office of the Auditor General 

of Canada. A centennial  observance is, after a l l ,  a celebration 

of the past, ' and w e  a l l  recall t h a t  ''the past is prologue. " It 

has been the good fortune of your office to see the publication 

of a new book t h i s  year, chronicling the development of the 

Auditor General and h i s  Of f i ce .  I n  the United States General 

Accounting O f f i c e  we are also awaiting the  early publication 

of a history of o u r  office. 

OF CHANGE IN THE AUDIT EMrIRONMENT 

Since we  all are becoming q u i t e  familiar this year with 

our  h i s to r i e s ,  I will mit detai l  of the  past and offer YOU 

my assessment of the current  s i tua t ion .  Based  on trends 

establ ished in Canada and the United States, I believe the 

practice of government audi t ing is abou t  to en te r  a new era 

of growth .  

t h a t  I goresee is an expansion of the scope of audi t ing and 

While some growth i n  s i z e  is possible, t h e  growth 

Of t he  influence of audi tors  i n  public decisionmaking. Today 

I would like to address what I consider to be the four  key 
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* .  components of recent change i n  government auditing, and three 
' *  

challenges which m u s t  be met by the auditing profession,in 

the  future.  

The first change iqvolves the rea l iza t ion  by auditors. 

that all levels of government - are accountable 'to the people 

. . ,  ; .  : . 4 ,  
. - j .  : 

... 
for the e f f i c i e n t  and e f fec t ive  delivery of services.  

to this is a s t r i k i n g  change i n  auditing-the recognition by 

audi tors  of the  interdependence of government programs across 

t r ad i t i ona l  l i n e s  of demarcation. 

forge alli.ances and create an amsphere of trust and cooper- 

a t i o n  among audi tors  a t  all l eve l s  of government. 

Related 

A s  auditors,  we have had to 

For s i x  years, the legislative audi tors  from each of your 

provinces have m e t  together annually to discuss  c o m n  problems 

and areas of concern. The Office of the Auditor General has 

provided a federa l  presence to t h e i r  meetings, and worked ac t ive ly  

to develop prcqrams of mutual  benef i t  f o r  al l  Canadian govern- 

merit auditors, 

aud i t  forums now meet regular ly  i n  .ten d i f f e r e n t  regions of 

t he  U.S.  

aud i t  col laborat ion and a means of examining the  audi t  coverage 

Of government programs by Federal, State, and local a u d i t  

officials. Based  on these pioneering developments i n  in te r -  

governmental audi t ing i n  our  two countries,  I foresee that 

audi tors  i n  other countr ies  w i l l  one day cooperate w i t h  each . 

other, rely on each o ther ' s  work, and stress the accountabi l i ty  

\ 

Similar ly  i n  my country, intergovernmental 

These forums provide an organized way of arranging 
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of government a t  a l l  l eve l s  i n  the f u l f i l l m e n t  of their 

nat ional ,  Federal, 'or supreme charter.  

. ,  

A second component of change has been the recognition 

that  government auditors. work most effect ively @en . .L ,  they wFrk . 

in conjunction with i n t e rna l  audi tors  and othek 'top government 

f inanc ia l  management o f f i c i a l s .  

' .  4 * 
. I  

' i  

* . 
f 

- - 
Since World War 11, the 

Ecupant  of my o f f i c e  has met regular ly  with h i s  two main 

counterparts i n  the  executive branch of government-the budget 

director and the t reasury secretary. The meetings of t h i s  

group are called the  J o i n t  Financial  Management Improvement 

Program, and t h e i r  mission, as the name implies, is to  assist 

and encourage government agencies i n  their efforts to improve 

governmental f inanc ia l  management. 

ment of your Auditor General for the creat ion and the appoint- 

E n t  Of a Cmptroller General i n  the Federal Government Of 

I 

The support and endorse- 

Canada reflects the  same trend. A s  we  move fm audi t s  Of 

f inanc ia l  t ransact ions to aud i t s  of systems, processes, and 

resu l t s , .  we - w i l l  be forced to l m k  at .the- bigger picture ,  and 

to concentrate on areas which can yie ld  dividends by proposing 

changes. 

As important- to  government aud i to r s . a s  .the changes i n  

r e l a t ions  with o the r  a u d i t  bod ie s ' i s  t h e  new-relationship ' 

between audi tor  and l e g i s l a t o r ,  the  th i rd  dimension in our 

changing aud i t  environment, Whether it be the Publ ic  Accounts 

Committee of your Parliament, or the Government Operations 
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e ,  Cannittee i n  our Congress, the legislature has developed 
I '  

an increased capacity to  u t i l i z e  auditors '  work i n  the legis- 

l a t i v e  process and to see that appropriate action is taken on 

audi tors '  findings. Although o u r  work is of an'I'oversight'.'. 1 

or post-facto nature i n  its_ consideration by the l e g i s l a t u r e , '  

the challenge to auditors today is tremendous. 

. ._I, 

J !  , '  ' 4. 
3 '  . . '  - 

It requires 

t h a t  they somehow foresee the needs of the leg is la ture  i n  

its decisionniaking process, and act to meet those needs in 

time to be useful and responsible. By analyzing pas t  and 

cur ren t  performance of government programs, auditing organ- 

izations can contribute i n  a meaningful way i n  helping the 

l eg i s l a tu re  grapple with the  many complex issues before them. 

The fourth component with probably the most impact on 

auditing i n  North America, has come from a rea l iza t ion  t h a t  

s t r i c t l y  f inanc ia l  information is not su f f i c i en t  to inform a 

government manager and decisionmaker-as w e l l  as the general 

public-about the achievements and f a i l u r e s  i n  carrying out  

government programs. - The various f inanc ia l  ratios which guide . 

managers i n  the private sector i n  making f inanc ia l  decisions 

have far less relevance to government managers who must also 

make decisions a b o u t  social welfare and hwnan resources. In 

the United States, we examine government programs for effi- 

ciency, economy, and effect iveness  on a concurrent basis. 

H e r e ,  i n  Canada, the  Wilson cornnittee-called for a form Of 

"value for mney" auditing. Examination of the  two types of 
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aud i t s  ind ica tes  they are much the same. 

terminology employed, this type of auditing represents a 

prehensive approach, considering prqram ou tpu t s ,  t ha t  is, 

Regardless of the 
r .  

. ,  

housing u n i t s  b u i l t ,  educational c r ed i t s  subsidized, or 

workers employed, as the: determinants of success: It a l l o k  . J * 

audi tors  to speak knowle(lg&ly about  the management of 
4 -  

government programs, and it makes t h e i r  audi t  reports mre 

useful .  A s  so3n as audi tors  elsewhere realize the  significance 

of this t rend,  we will see even grea te r  strides i n  improving 

governmental performance due to audi t  work. 

Jus t  i a s t  week, an article i n  the New York Tines reported 

t h a t  f inanc ia l  account ing-is  changing--because- it w i l l  concen- 

trate on the future ,  r a the r  than the past. I n  discussing 

the changes proposed by the U.S. Financial  Accounting Standards 

Board, the  Times quoted one business school professor as saying: 

"Historically, f inanc ia l  statements were viewed as statements 

of management's stewardship over the  assets t h a t  had been 

given them towork  with. Now the standards board has said 

that the pr inc ipa l  purpose is to present useful  information 

to those whose i n t e r e s t  is future-oriented-what w i l l  happen, 

not just what has happened. This is a f a i r l y  s ign i f icant  

development . I* 
Unfortunately, many countr ies  have not y e t  seen the urgent 

need-for professional  ex te rna l  and in te rna l .audi t ing  i n  the 

public sector. This is indeed unfortunate because the public 
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I .  sector i n  many countries is as large or la rger  than the pr iva te  

sector. Thus, its decisions may be even mre c r i t i c a l  i n  

a f fec t ing  the standard of l iv ing  and welfare of its cit izenry.  

Recently, Dr.  Lu i s  Hidalgo, Comptroller General’ df Ecuador 
’ i  , 3 .  

’ ’ , 4 *  
and President of the Latin-American I n s t i t u t e  of Auditing 

Sciences, i n  an address to the  Asian Organization of SUPr- 

- 

Audit In s t i t u t ions ,  expressed regre t  a t  this fact and emphasized 

the  need for governmental organizations i n  these countries 

to take advantage of auditing and management techniques developed 

the private sector. But l e t  me place t h i s  in h i s  Own words 

when he says: 

, if we look a t  the leading developd mun t r i e s  
where modern management techniques are being applied in 
government (for example the united states or Sweden) we 
f ind that the SAI [Supreme Audit In s t i t u t ion ]  has first 
borrowed heavily from the experience of the pr iva te  
sector in u t i l i z i n g  professional audi tors  and second 
expanded the scope of professional ly  based government 
aud i t  to include aspects of evaluation af eff ic iency 
and economy and program r e s u l t s  as w e l l  as aspects of 
legal compliance and f inanc ia l  accountability. ” 

The recent  trends i n  government - auditing on .the . N o r t h  -Ameri- - 

can continent which I described are reliable indicators  for what 

the f u t u r e  holds €or our profession elsewhere. When o thers  look 

a t  our  aud i t  groups, they can see the ‘beginnings of what the next 

century holds for audi tors ,  publ ic  and private: The changes of 

recent  years have set i n  m t i o n  the curren ts  of fu ture  audi t ing,  

which I believe will culminate i n  audi tors  providing their 

own governments w i t h  information on how w e l l  programs are 

- 8 -  



operating, and how economically and e f f i c i en t ly  they are being 

car r ied  out .  

The challenge f o r  a l l  of us  is to bring about t h i s  evolution 

within the framework of internat ional  cooperation. and inter- 

dependence, The enormous impact & of internat ional  interdependence .. 

on government auditing around the world provides natural  inCek. 

tives f o r  the developwnt of an internat ional  audi t  community. 

I t  also poses serious questions which m u s t  be resolved before the 

profession of government auditing can grow i n  the ways I have 

described.. Problems plaguing national govemmnts today-pllu- 

t i on ,  population growth, and disease, for example-often bear 

in te rna t iona l  ramifications and require  a concerted e f f o r t  

; I '  ': : #.' 

from nat ional  governments. Programs which are developed by m y  

one country q u i t e  of ten  contain a foreign component. 

intergovernmental audi t  cooperation is essen t i a l  amng audi t  

Just as 

groups within a country, so auditors from each nation must work 

together to upgrade our  profession. 

There are three  -areas where we m u s t  concentrate our  e f f o r t s  

if we are to succeed in  meeting the challenge of interdepndence. 

These are: 

-Developmnt of internat ional-  accounting and -auditing 
standards ; 

-Better accountabi l i ty  by in te rna t iona l  organizations; 
and 

-1rnpmved t ra in ing  and professional development oppor- 
t u n i t i e s  for govenurrment auditors.  
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INTERNATIONAL ACcaTNTING AND AUDITING STANDARDS 

The f i r s t  chalienge is to develop uniform accounting and 

auditing standards. Before an internat ional  audi t  community 

can become a reality, standards must  be promulgated and adopted 

by all nations. The benefi ts  i n  terns of bet& ‘cooperption . 4 * . 

and understanding among a l i n a t i o n s  w i l l  make the e f f o r t  worth- 

. ! #. 
’ ‘ 4 ’  

, -  

while. Already there  are indications of the kind of c(mperative 

benef i t s  t h a t  can be achieved when government audi tors  work 

together across geographic l ines .  For example, last  month 

1 approved an agreement between the  U.S. Department of Defense 

and the  French Ministry of Defense providing €or reciprocal 

audi ts  of U n i t d  S t a t e s  and French government contracts. The 

agreement provides that the  French government w i l l  audi t  

U.S.  government contracts  placed i n  France, and o u r  government 

aud i t  agencies-primarily the Defense Contract Audit Agency- 

w i l l  audi t  French government cont rac ts  with U.S. manufacturers. 

This agreement is s i m i l a r  to other internat ional  aud i t  

agreements which have been entered i n t o  by a number of nations. 

The two which most read i ly  m e  to mind are the agreement between 

our  two nations on cont rac t  aud i t s ,  and the  agreement between 

members of the  N o r t h  A t l an t i c  meaty Organization ( ~ ~ )  On 

auditing .the multi-billion d o l l a r  F-16 f igh te r  aircraft program;- 

But, for such cooperation to be extended to more countries,  

it w i l l  be necessary to develop accounting and audi t ing standards 

which are accepted by those countries.  Spak ing  from my own 
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. .  
e x p r i e n c e  i n  developing o u r  Standards for A u d i t  of CaveMlroental 

b. - 
Organizations, Programs, Act iv i t ies ,  and Functions, a publication 

which I hope is familiar to  mst of you, I can predict  with sane 

ce r t a in ty  that th i s  w i l l  not be an easy task. ;,; 
I ! .  .. 4 . 4 '  

By the e a r l y  1970s, the American I n s t i t u t e  of 'Cer t i f id  

Publ ic  Accountants, like the Canadian I n s t i t u t e  of Chartered 

Accountants, had published aud i t  standards related solely t o  

audi t s  designed for expressing opinions on f inancial  statements. 

- 

Standards were not then avai lable  for the broader governmental 

concerns of c q l i a n c e  w i t h  the l a w  and regulations, eff ic iency 

and economy of operations,  and effectiveness of prcgrm. i n  

achieving establ ished goals. 

the General Accounting O f f i c e ,  t o  step i n t o  this void, because 

it is one of our  primary missions to keep the  United States 

Congress advised of how w e l l  Federal departments and agencies 

are carrying o u t  t he  policies and, object ives  of legis la t ion.  

It w a s  logical f o r  my office, 

To accomplish t h i s ,  we  undertook the  development of audi t  

standards specifically applica!Ae to governmental organizations. 

Our standards w e r e  developed through the efforts of a working 

group -camposed-of representat ives  from my office and from the 

Federal executive departments and agencies having the predominance 

of grant  programs. These standards include the American In- 

s t i t u t e ' s  standards and procedures applicable to audi t s  per- 

formed to express an opinion on the fa i rnes s  with which an 

organization's f i nanc ia l  statements present  its f inanc ia l  
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pos i t i on  and results of operations. Haqever, our standards 

go beyond the attest  function and provide that a government 

a u d i t  w i l l  i n c l u d e  three elements: .f inancial  and compliance; 

economy and efficiency; and program results. 

Several e f f o r t s  ar6 underway to test the wa'cers f o r  inter-  J 
' ' :!4 ' 

national promulgation of: ascounting and auditing standards. 

Many of you may be familiar w i t h  the International Federation 

of Accountants. It  has convened an internat ional  auditing 

standards committee, working on the problem i n  association with 

the nat iondl  accounting organizations of its member nations. 

The Federation includes ten developed and two dozen developing 

nat ions in its membership, and each is represented by its 

chartered accountants i n s t i t u t e .  me mere existence of the  

Federation and of t h e i r  committee on standards has encouraged 

i m p r t a n t  strides by others  toward a t  least some cornmon world- 

w i d e  standards . 
The United Nations has also i n i t i a t e d  steps toward inter-  

nat ional  accounting and -f inancial  reporting standards for 

mult inat ional  (or transnat ional)  corporations. I n  1976, a 

" G r o u p  of Ex-perts" w a s  appointed to consider this problem: 

to iden t i fy  gaps i n  reporting; and, to recommend matters which 

should be included i n  f inanc ia l  reports. The Group's report 

was published last  December and its findings were endorsed 

by the United Nations' Secretary General. 

The Group recommended f inancial  report ing standards which 

would-amly not only to in te rna t iona l  c o r p r a t i o n s  b u t  to 
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national companies as well. This information would be dis- 

aggregated by geographical area and line-of-business. NOW 

f inanc ia l  data  with respect to such.matters as employees, 

labor relations practices, output, ownership, new. prducts, ' - .  
' 4 '  . .  . .  , . .s: 

. .  
and environmental measuies, would also be requiied. ; . 4 v  . - 

The Group's recommendations, which have now been referred 

t0 the United Nations' Economic and Social  Council, contemplate 

the crea t ion  of a permanent m y  to  encourage m e m k r  nations 

to  comply w i t h  these standards. This, i n  turn ,  is intended 

to stimulate the enactment of enforcement of l eg i s l a t ion  i n  

each countky. The U.N. Secretary General has stated that he 

does not believe such standards w i l l  be adopted voluntarily.  

H e  considers that such a step requires  an internat ional  agree- 

ment among governments. 

commit itself to taking l e g i s l a t i v e  and other act ion which 

would make the  appl icat ion of t h e  standards mandatory. 

Under such agreement, government would 

On the basis of my own experience with our standards, I 

&so favor l e g i s l a t i v e  ac t ion  that-  would require  cmpliance 

with the standards. 

l a t i o n  establ ishing offices of inspectors general i n  twelve 

major Federal departments and agencies, and that l a w  requires 

each one to comply w i t h  our a u d i t  standards. Each inspector 

general also is required to take appropriate steps to assure 

that work performed by nowFederal audi tors  caplies with 

these standards. 

of acceptance on t h e i r  own, the fact that these standards are 

The U.S. Congress recent ly  enacted legis- 

While standards must earn a ce r t a in  degree 
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m w  l e g i s l a t i v e l y  mandated makes it unmistakably clear t h a t  

t h e  Congress favors the promulgation and adoption of the 

standards . ,. 

I am aware that w e  countries have expressed considerable . J F  
' . 4 . .  

opposition to the  devel&m&t - of international. standards. For 

these countries, there  m u s t  be an educational process to show 

them the  value of the standards. Perhaps, over a period of 

t i m e ,  they w i l l  see t h a t  the internat ional  moperation m n g  

the nat ions is of great mutual benefit and will change their  

perceptions on the need for standards. 

l earn  tha t ,  th ree  weeks  ago in Quito, Ecuador, a t  the congress 

I w a s  heartened to 

of supreme audi t  i n s t i t u t i o n s  f r o m  Latin America, government 

audi tors  discussed the p o s s i b i l i t y  of cooperative audi t s  for 

t ransnat ional  e n t i t i e s  and the need to "harmonize gOVerrUWnt 

auditing m e t h o d s ,  procedures and techniques which make it 

p s s i b l e  to obtain uniform results." 

Unt i l  the idea of internat ional  auditing standards enjoys 

greater popularity and-recept iv i ty ,  - we must respect -each nation'  s 

sovereignty on t h i s  matter. A t  the same time, we m u s t  develop 

some mechanism for dialogue that w i l l  enable us  to m a k e  other 

countr ies  aware of the po ten t i a l  bene f i t s  of in te rna t iona l  

standards. We m u s t  m v e  gradually toward sane commonality i n  

t h i s  area. 

A C r n A B I L I T Y  OF IN!IERNATIONAL ORGANIZATIONS 

The second challenge is to improve t h e  accountabi l i ty  of 

in te rna t iona l  organizations.  When we consider that the total 
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asses smnt s  and voluntary contributions to the United Nations 

m u n t e d  to $2.4 b i l l i o n  i n  1977, and t h a t  the major i n t e r -  

nat ional  f inanc ia l  i n s t i t u t ions  approved loans of aln-ost $10 

b i l l i o n  i n  the  same year,' I believe that w e  w i l 3 ,  !a11 agree- . '  

t h a t  good f inancial  management - of these funds is called for. 

The member governments of internat ional  organizations do not 

have the authori ty  to audi t  the  a c t i v i t i e s  or review the 

in t e rna l  operations of the organizations. 

l imi t a t ion ,  it is i n  the i n t e r e s t  of all member countries 

who finance 'the a c t i v i t i e s  of internat ional  organizations to 

work toward improving and strengthening the financial  management 

capabilities within the U.N. family of organizations. 

. 2. 

' . J .  

- . 4 '  

Because of this 

There has been considerable i n t e r e s t  i n  the concept of 

accountabi l i ty  of in te rna t iona l  organizations. 

urged the  establishment of an independent review group i n  the 

Inter-American Development ~ a n k  i n  1968. 

however, t h a t  the  U,S. Congress-further concerned at  the lack of 

information available to the  member countries-directed the 

President and the  U.S. delegat ions to seek establishment of 

independent review and evaluation systems for the  World Bank, 

The U.S. Congress 

It was not until 1973, 

the Asian Development Bank, and--the United Nations.- M y  office 

w a s  given the respons ib i l i ty  by Congress to assist t h e  U.S.  

delegations i n  suggesting audi t ing and report ing standards €or 

consideration by the  governing a u t h o r i t i e s  of these organiz- 

at ions;  for reviewing a u d i t  reports prepared by them: and for 
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reporting back to  the Congress. Subsequently, the  international 

f inanc ia l  i n s t i t u t i o n s  endorsed and adopted our  standards, and 

have established evaluation groups. 

to  leave an Impression mat all that has been done- has been‘.’ 

a t  the urging of the U.S. ‘Congress - or the Comptroller General. 

However, I do not wish 
. I  

. ’  ,J 

’ 4 .  . 

TO the  contrary, the internat ional  organizations themselves 

have seen the need and taken action. 

A t  the  recomendation of World RanJc President Robert McTJmra, 

the Bank established an evaluation un i t  i n  1970. The Asian 

Development Sank began evaluations of projects  assisted by its 

loans in 1973. The present j o i n t  system of external  aud i t  i n  the 

United Nations was established under a 1949 General Assembly 

resolut ion and t h a t  i n t e r e s t  continues to the present. A recent 

reprt of the Board of Auditors highl ights  several  current  con- . 

cerns w i t h  the U.N. f inancial  management system. 

the ident i f ica t ion  o€ numerous instances where 

Included is 

-allotments w e r e  exceeded, 

--total appropriations to individual programs were 

-total appropriations for individual sect ions of the 

exceeded , 

regular  budget w e r e  exceeded. 

Certainly, - the- present  - f inancial  system that would a l l o w  these- - 

things to occur is a cause for ser ious  concern. 

A U.S. Delegate to the United Nations has errq?hasized 

recent ly  that the  United Nations must  improve its f inanc ia l  

systems and the quality of its f inanc ia l  management pointing 
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o u t  t ha t  it cannot afford the r i s k  or the costs of miSmamp?- 

Rent, I know that o t h e r  delegations share a similar view; 

This view is supported by a report of the United PJations 

Jo in t  Inspection Unit, dated March 1977, which ptes i n  part 
. >. 

. 4 ,  
' 4 .  . 

that each organization i n * t l i i  United Nations sytem _ .  - 

"* * * devotes a s igni f icant  part of its resources 
to planning and p r o g r m i n g  and to reporting, but r e l a t ive ly  
l i t t le  e f f o r t  is given to determining the impact of work 
accomplished. Information and reporting systems prduce 
voluminous documents a t  high cost, but these documents 
do not permit a judgment in comparison with approved 
plans, of the quant i ty  of work accomplished, nor Of its 
quality. 

To heip'achieve the needed improvements, the General 

Accounting O f f i c e  is planning a review to assist the U.S.  dele- 

gat ion i n  ident i fying what can be done to improve f inancial  

management in t h e  United Nations by way of strengthening audi t  

and evaluation functions. A quote from the  Auditor General 

of Canada in h i s  Office 's  100th Annual R e p o r t  to the House Of 

Camm~ns is equally applicable to the  United Nations when he 

states that: 

"I became mre and mre concerned - and troubled - 
by the  mounting evidence of a widespread lack of due 
regard b economy and eff ic iency and of insuf f ic ien t  
a t ten t ion  to systematic, well-founded evaluations of 
program effectiveness." 

Through the years,  your present  Auditor General, i n  his 

role as a member of t h e  Board  of Auditors of the United Nations, 

and I , working through the  U.S. mission to the U.N. , have worked 

together closely, looking for ways to improve f inanc ia l  manage- 

ment the U.N. s y s t e m .  We hope to continue this dose 
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' .  

working re la t ionship  i n  t h i s  area. 

f inanc ia l  management i n  the  U.N., w e  w i l l  be meeting W i t h  

United States representatives and o f f i ce r s  of the United 

During our review of 

. ' . d '  
Nations and professionals  i n  the f i e l d s  of audi?'.md evdu-  

ation. - ' . d ' .  

- 
W e  can a l l  r ead i ly  see how the evaluation reports Of 

intermationdl organizations w i l l  be useful to  the management 

Of the organizations themselves and how improved f inancia1 

'management and evaluation w i l l  help render accountabili ty 

to the developed nations who provide the bulk of the funds 

for the in te rna t iona l  organizations. 

back from these aud i t  and evaluation activities should produce 

better managed projects i n  the future ,  benefit ing both 

developed and developing nations. 

I n  addition, the feed- 

But I do want to relate the  experience of developing 

nations i n  a World Bank evaluation project, to illustrate the 

point  about a u d i t  and accountabili ty being a two-way street, 

with benef i t s  flowing in  hth directions. executive director 

of the  World Bank-a representat ive of 3.8 developing- nations--- 

to ld  us that the  evaluation reports of the Bank have been 

instrumental i n  c rea t ing  audi t -and evaluation organizations 

i n  those developing nations. Furthermore, he said that t h e  

Bank's  aud i t  and evaluation reprts are used as guides in 

managing projects and in  conducting reviews by the m e m b e r  

nations,  and t h a t  these nat ions have developed a new sense 

of respect for their own and the Bank's activities. 
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. .  
(Nu& of the material which I brought w i t h  m e  today con- 

cerns t h i s  second area, the c u r r e n t  s t a tus  of audit  and evalua- 

t i o n  in internat ional  organizations. Knowing of our  mutual 

i n t e r e s t  i n  the subject, I was ce r t a in  t h a t  it,would be 

properly represented on your agenda. We have' rev iewe the . .J . 

reports issued  by the'evaluation groups i n  the three inter- 

4 .  

- 

nat ional  f inanc ia l  i n s t i t u t ions ,  and while we found that 

considerable progress has been made, we also found opportunities 

for improvement. Our reports were furnished to  M r .  Macdonell 

ard are available to any of you who reques t  them.) 

"FKCNING AM) PROFESSIONAL DEVELOPMENT 

The th i rd  challenge involves increasing the t ra in ing  and 

professional development opportunities for government audi tors  

and f inanc ia l  managers. 

my i n i t i a l  remarks to the state-of-the-art i n  a global a n t e x t ,  

with pa r t i cu la r  a t t en t ion  to the developing nations. 

once again, I proceed from the premise that adequate f inanc ia l  

management-systems-including a review and evaluation capa- 

bility-are essential for sound government. 

Once again, I would like to d i r e c t  

And, 

Anything less 

dissipates avai lab le  resources and thwarts  the developing 

countries '  e f f o r t s  to maximize development. 

growing recognition t h a t  mst developing countr ies  do not  

have the government inf ras t ruc ture  to absorb and e f f ec t ive ly  

u t i l i z e  the resources being made ava i lab le  to them i n  t h e i r  

development process. 

need to  assist developing countr ies  improve their government 

There is a 

Since almost everyone agrees on the 
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f inancial  management, our off ice recently decided to compile 

an inventory of the t raining being provided to nation@ 

of countries receiving developrrent assistance.  We chose 

' 4 .  

' J '  

to perform our  i n i t i a l  work i n  Lat in  America,',!because we 

were somewhat familiar. with the widespread cnterest there 

i n  improving governmental accounting and control over avail- 
1 -  

able resources, and efforts being made by the Latin American 

I n s t i t u t e  of Auditing Sciences and others i n  the region t0 

help themselves. 

W e  v i s i t e d  f i v e  countries,  some more developed, some 

developing. 

act ions taken to improve governmental use and acceptance of 

the  sometimes forgot ten skills of accounting for public funds 

W e  wanted to g e t  a cmprehensive view of 

and use of h i s t o r i c a l  f inanc ia l  data  i n  the decisionmaking 

process. W e  received exce l len t  cooperation and were able to 

complete the fieldwork i n  about 2 mnths .  

Our findings should not  su rp r i se  you, but  I would like 

to relate same of t h e m ,  so that you can appreciate the wmk 

t h a t  needs to be done i n  t h i s  area. F i r s t ,  there is a g rea t  

shortage of t ra ined accountants, audi tors ,  and f inanc ia l  

managers i n  the governments. I M l e  t h i s  is caused primarily 
\ 

by the lack of adequate t ra in ing ,  o ther  factors such as the l o w  

s t a t u r e  given to the  accounting profession, low pay and o ther  

personnel problems i n  the  c iv i l  sewice systems, and the low 

priority given to upgrading the f inanc ia l  in f ras t ruc ture ,  are 

major problems. Second, the so-cal.led "brain drain,"  causes 
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an incredibly high turnover of t ra inees  i n  most projects. 

Third, there  is a reluctance of major donors-international 

organizations and the developed nations-to mount a full-scale 

effort to  provide the resources necessary to improve financial .  

management i n  the absence - of evidence # a t  the governments 

themselves are prepareh &d wil l ing to make the necessary 

' ' 4' 
r l '  

, .  

reforms. 

As i n  many other  areas of the world, t ra ining i n  account- 

ing, auditing, and prcqram evaluation has been a n e g l e c t d  

area of educationdin Latin America. 

and auditing posi t ions i n  many Lat in  American governments 

have been staffed primarily by high school or technical 

school graduates. 

For years, the accounting 

Curricula and texfJxmks are woeful ly  ou t  

of date; and what is being taught i n  the f i e l d  is of ten  

not applicable to the publ ic  sector. I n  most cases, career 

or job-oriented t ra in ing  general ly  appeared to be more effec- 

t i v e  than t h e  courses offered by univers i t ies .  

The--training of government audi tors  may .be the g rea t e s t  

challenge t h a t  we are facing today and w i l l  face tomorrow. 

Audit standards can he adopted; but if no audi t  capability 

ex is t s ,  they are meaningless. Continued development of govern- 

ment audi tors  by members of the  In te rna t iona l  Organization of 

Supreme Audit I n s t i t u t i o n s  (INTOSAI) prmises to bring a 

subs tan t ia l  .improvement i n  the performances of governments. 

For many countries,  the  standards of t ra in ing  and profes- 

sionalism which are adopted by supreme aud i t  i n s t i t u t i o n s  
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AS0 become the yardstick for subnational audi t  i n s t i t u t i o n s ,  

in te rna l  govenirnent auditors,  and pr ivate  accounting f im. 

I”I0SAI itself is a vehicle f o r  the professional development 

of audi tors  on the basis of its presena?. : 

supreme a u d i t  ins t i tu t ions ,  banding together to f o n  a ?rO- 4 ’  . 

fessional  society, allow them to s tay  abreast of current 

The act ions Of 
. 1 .  

.-  . 
I 

- 

developments i n  t h e i r  occupational specialty. 

I n i t i a t i n g  and increasing assis tance for t ra ining programs 

is pmbably the best and mst direct way to help governments 

hprove t h e i r  f inancial  management and review capabilities. 

One methid  to do this is through the convening of seminar5 and 

t ra in ing  courses. The next interregional  seminar Sponsored bY 

I“I09I W i l l  be in Vienna, A u s t r i a ,  ip May 1979. By including 

speakers f m  developed nations who w i l l  share audit techniques 

and experiences, these seminars assist in ra i s ing  the l e v e l  of 

cmpetence of audi tors  around the world. 

activity is being car r ied  out through the regional working 

groups of INT0SA.I by the German Foundation for Internat ional  

Ikvdopment. F r o m  A p r i l  to June, for example, the German 

Foundation w i l l  offer a course on selected problems i n  auditing 

for members of the Asian Organization of Supreme Audit Insti- 

t u t i o n s .  A s  regions and hemispheres work j o i n t l y  i n  t ra in ing  

seminars, w e  may begin to see the type of aud i t  cooperation 

and col laborat ion already in place here. 

Seminars have the advantage of reaching the auditors a t  a 

locat ion near t h e i r  normal working quarters. 

A complementary 

I n  addition, these 
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For many 

nations-have 

years, your office-and the other C m n w e a l t h  

participated i n  auditor exchange prqrams and 

other  mutual  t ra in ing  and development exercises. 

spir i t  and i n  an e f f o r t  to‘help developing nations strengthen 

t h e i r  audi t  i n s t i t u t ions ,  - I have sent lettersit0 the heads 

of more than 100 supreme audi t  i n s t i t u t ions  around the world 

invi t ing them to nominate individuals f o r  fellowships to work 

with the General Accounting Office for periods of 6 months 

to one year. 

f i v e  or s i x  fellows each year. 

those candidates who have the capacity to teach fellow workers 

on r e t u r n  h m  from the program. 

w i l l  be supplemented with t ra in ing  courses f o r  the development 

of those sk i l l s  which audi tors  w i l l  need in the f u t u r e .  

equipping the audi tors  w i t h  the necessary capabilities, we 

hope that the capacity for audi t ing w i l l  be improved i n  the 

developing nations. 

THE CHALLENGE A- 

In like 

. 
. 1’  . ’  

. 4 -  

I ant ic ipa te  t h a t  w e  w i l l  be able to  accommodate 

We will give preference to 

This on-the-job experience 

By 

A s  I conclude these remarks, let  m e  re turn to the theme 

of this Centennial Conference, “Cmprehensive Auditing-Planning 

the New Aproach f o r  Century 11”. The question before us  is not  

the d i rec t ion  which we  seek to  take bu t  the roads which w e  must 

choose; the priorities which we must establish’; and, the actions 

which we m u s t  take to  reach t h e  goals i n  the  years ahead. 

me leave you with a few suggestions wbich may provide t h e  s igns  

which  w i l l  lead i n  the directions which I believe w e  must  go. 

Let  
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Fi r s t ,  we should seek ways to strengthen the machinery of 

the In te rna t iona l  Organiza t ion  of Supreme A u d i t  Inst i tut ions.  

This organizaton, which is now 25 years old, has recently adopted 

a new char te r  and has established f inancial  arranagements which.;' 

should increase its capab-Zlities as an international organization. 

. _ r  

. ; *  

W e  can build upm the seminars which it has in i t i a t ed  and we Can 

continue and strengthen the publication of the International 

Journal of Government Auditing which, as a forum for reaching 

the a u d i t  decisionmakers of the world, is unexcelled. 

Second, w e  need to  provide for strengthened regional arrange- 

ments €or cooperation m n g  auditing ins t i tu t ions ,  building upon 

the  i n i t i a t i v e s  taken in  Lat in  America, A s i a ,  and A f r i c a .  W e  

need to work with these fledgling organizations to provide for 

t ra in ing  in  budgeting, accounting, auditing and o ther  aspects 

of f inancial  management e s s e n t i a l  to provide the  inf ras t ruc ture  

needed for developing nations. 

World Bank, the-Inter-American R a n k ,  the G e r m a n  Foundation for 

In te rna t iona l  Development, and the-United Nations; we-need to 

Through such organizations as the 

provide strong centers  €or t r a in ing  and leadership without which 

we cannot su,Dply the  needed s k i l l s  essen t i a l  for strong auditing 

Organizations . 
Third, through closer cooperation bemeen governmental 

auditing organizations,  private industry, and the public 

accounting profession, we  should seek fu r the r  ways i n  which the 

public and the private sector can learn from each other and 
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. *  foster the broader audi t  objectives inherent i n  the term "COm- 

prehensive auditing." There are signs t h a t  the need for t h i s  

Of cooperation is being recognized and we  should build 

u p n  t h a t  i n t e r e s t  wheqever it can be f r u i t f u l l i  developd. ~. 
J .  : 

Finally,  we need t p  build:a stronger sense of accountabili ty . 

i n  internat ional  organizations themselves. More and mre of t h e  

w o r l d ' s  efforts t o  cooperate and to  assist the less developed 

countries w i l l  be channeled through multilateral bodies. Strong 

accountabili ty systems within these bcdies are es sen t i a l  i f  these 

results are to be ef fec t ive ly  u t i l i zed  and the objectives of 

these organizations--are to be achieved. 

Achievement of these goals w i l l  require hard work and 

dedication. 

here t d a y  to celebrate  your 100th  anniversary. 

These are the same two q u a l i t i e s  which brought us 

The work t h a t  

needs to be done to insure the  fu ture  of government auditing 

is self-perpetuating: 

more about ourselves; and as we l ea rn  mre about ourselves, 

we f ind  new opportuni t ies  to challenge and expand the  body Of 

knowledge abou t  auditing. 

as we learn more abut auditing, we l ea rn  

I am o p t i m i s t i c  about t h e  t r ans fe r  of the N o r t h  American 

audi t  experience to  a l a r g e r  dminion.  

based on your 100 years of experience. 

is prolque." 

long road to travel. - B u t  because o u r  goals  are the r i g h t  

ones for governments everywhere, there w i l l  be much good news 

to report 100 years from now a t  your bicentennial .  

You have much to offer, 

I agree that the "past 

I know also t h a t  we have much to l e a r n  and a 
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